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SEC FORM 17-A 

          
 

ANNUAL REPORT PURSUANT TO SECTION 17 
OF THE SECURITIES REGULATION CODE AND SECTION 141 

OF THE CORPORATION CODE OF THE PHILIPPINES 
 
 
 
1. For the calendar year ended December 31, 2006 
 
2. SEC Identification Number 11840 3.BIR Tax Identification No. 000-100-341-000 
 
4. Exact name of registrant as specified in its charter 
 
 SAN MIGUEL PURE FOODS COMPANY, INC. 
 
5. Philippines     6. _________SEC Use Only Province, 
 country or other jurisdiction   Industry classification code 
 of incorporation or organization 
 
7. The JMT Corporate Condominium   
 ADB Avenue, Ortigas Center, Pasig City  1605  
 Address of principal office    Postal Code 

8. (02)  702-5000 
 Registrant’s telephone number, including area code 
 
9. N/A 
  Former name, former address, and former fiscal year, if changed since last report. 
 
10. Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and 8 of the RSA 
 
  Title of Each Class      Number of Shares of Common Stock 
        Outstanding (As of December 31, 2006) 
 
 Common Class “A” - P 10 par value  37,747,257 
 
 Common Class “B” - P 10 par value  18,751,581 
 
        56,498,838∗ 
 
 
11. Are any or all securities listed on the Philippine Stock Exchange? 
 

                                                           
∗ Exclusive of the 9,436,814 Common Class “A” shares and 4,442,620 Common Class “B” shares, the denial of 
pre-emptive rights to the issuance of which have been approved by the SEC on February 9, 2006 and which 
have been issued to San Miguel Corporation on March 15, 2007, but are pending listing with the PSE. 
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Yes (  )  No (     ) 
 
 If yes, state the name of such stock exchange and the classes of securities listed therein: 
 
 Philippine Stock Exchange  Common “A” and Common “B” securities 
 
12. Check whether the registrant: 
 
 a) Has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17 

thereunder or Section 11 of the RSA and RSA Rule 11(a)-1 thereunder and Sections 26 and 
141 of The Corporation Code of the Philippines during the preceding 12 months:  

 
Yes (  )  No (     ) 

 
  
 b) has been subject to such filing requirements for the past 90 days: 
 

Yes (  )  No (     ) 
 
13. Aggregate market value of the voting stocks held by non-affiliates as of December 31, 2006 is 

P7,243,206. 50 
 
 

DOCUMENTS INCORPORATED BY REFERENCE 
 
14. The following documents are incorporated by reference: 
 
  None 
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PART I – BUSINESS AND GENERAL INFORMATION 
 
 
Item 1.     Business 
 
San Miguel Pure Foods Company, Inc. (“SMPFC” or the “Company”) was incorporated in 1956 to 
engage primarily in the business of manufacturing and marketing of processed meat products.  The 
Company, through its subsidiaries, later on diversified into poultry and livestock operations, flour 
milling, franchise operations (Smokey’s) and young animal ration manufacturing and distribution. The 
Company has been listed on the Philippine Stock Exchange since 1971.   
 
The acquisition of SMPFC by San Miguel Corporation (“SMC”) from Ayala Corporation in May 
2001, followed by a series of corporate restructuring and business integration activities, resulted in 
further diversification and in the ownership of a portfolio of leading brands capable of delivering even 
stronger volume growth, improved margins and higher shareholder value. To date, SMPFC owns a 
business portfolio that is unparalled in the industry, offering a variety of food products and services 
for both individual and food service customers. Its products range from vegetable oils, feeds, flour 
and flour-based products, poultry, fresh and processed meats, dairy, snacks, coffee and condiments. 
 
Having established partnerships with world-renowned food companies – Hormel Foods International 
Corporation of the United States, Super Coffeemix Manufacturing of Singapore and the La Salle 
Financials of Indonesia as well as NFL of Australia, through parent company SMC and King’s 
Creameries of Malaysia – SMPFC enjoys access to global and regional technical expertise. 
 
 
Products 
 
The Company operates its businesses through the following subsidiaries, associates and division:   

 
• San Miguel Foods, Inc. (SMFI) - is a 63.89%-owned subsidiary of SMPFC and operates 

the integrated Poultry and Feeds businesses and the San Miguel Food Shop franchising 
operations. 
 

a) Poultry business - engages in integrated poultry operations and sells live 
birds, frozen and fresh chilled birds and cut-ups. The business supplies the 
chicken meat requirements of The Purefoods-Hormel Company, Inc. for the 
latter’s manufacture of chicken-based value-added products.  

 
b) Feeds business - manufactures and sells different types of feeds to 

commercial growers under the B-meg, Pureblend, PBxcellent and Jumbo 
brands. In 2004, the business launched the SMC Animal Health Care 
veterinary medicines. Internal requirements of SMFI’s Poultry Business and 
Monterey Foods Corporation, an affiliate, are likewise being served by the 
Feeds business. 

 
c) San Miguel Food Shop - engages in franchising operations, established 

primarily to showcase San Miguel Group’s food and beverage products and 
to further enhance consumer awareness. There are twenty nine (29) outlets 
operating as of December 2006.   
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• San Miguel Mills, Inc. (SMMI) – is a wholly-owned subsidiary of SMFI and was 
incorporated in September 2005 to engage in the manufacture and distribution of flour, 
premixes, vegetable oil and related cereal-based branded products like snack foods, 
instant noodles and biscuits. In December 2005, SMFI and SMMI executed a Deed of 
Assignment transferring certain assets (at historical book value) and liabilities of the 
former’s Flour business in exchange for the latter’s shares effective January 1, 2006. In 
July 2006, SMMI took over the condiments operations and handled the marketing of 
Supremo cane vinegar. Other products of SMMI include Bake Best baking powder, 
Emperor hard flour, King hard flour, Queen soft flour, Baron all-purpose flour, Prince 
noodle flour, Princess cake flour, hard and soft pollard, wheat germs, yeast, bread 
improver mixes, E-aji Dip Snax and Pancake Plus. 

 
• The Purefoods-Hormel Company, Inc. (PF-Hormel) – a 60%-40% joint venture 

between the Company and Hormel Netherlands B.V., which produces and markets 
processed meats (hotdogs, hams, bacons, cold cuts and gourmet meat) and canned meat 
products (corned beef, luncheon meat, Vienna sausage, pork and beans, liver spread and 
meat loaf) under the Purefoods, Hormel, Gusto, Vida, Spam, Moby and Valiente brands. 
PF-Hormel also distributes value-added pork, beef and poultry products such as 
chicken/pork nuggets, chicken balls, chicken hotdog, premium marinated chicken, cordon 
bleu, beef burger, budget patty, longganisa lines and ready-to-eat meat products under the 
Monterey, Magnolia, Purefoods and Vida brands. 

 
• Magnolia, Inc. (Magnolia) – is a 70.91%-owned subsidiary of SMPFC and manufactures 

and markets butter, margarine and cheese under the Magnolia, Star, Dari Crème and 
Daily Quezo brands. The business also handles the sale and marketing of jellies and 
desserts under the Jellyace brand, toll-manufactured by its 100%-owned subsidiary, 
Sugarland Corporation. In 2004, Magnolia re-entered the Ice Cream and Milk segments. 
In July 2006, the business took over from SMC’s Agribusiness the selling, marketing and 
operations of Magnolia Cooking Oil. 
 

• PT San Miguel Pure Foods Indonesia (PTSMPFI, formerly PT Pure Foods Suba 
Indah ) – started as a 49%-51% joint venture between the Company and the Hero Group 
of Companies and organized in 1995 for the manufacture and distribution of processed 
meats in Indonesia. In March 2004, SMPFC increased its share to 51%, after the Hero 
Group sold its 49% share to Lasalle Financial Inc. (“LFI”). SMPFC eventually acquired 
additional shares of LFI in October 2004 and now owns significant majority interest in 
PTSMPFI at 75%. 

 
• San Miguel Super Coffeemix Co., Inc. (SMSCCI) - a 70%-30% joint venture between 

the Company and Super Coffeemix Manufacturing, Ltd. of Singapore, started 
commercial operations in April 2005 by marketing its 3-in-1 coffee mix under the brand 
name San Mig Coffee. By middle of 2005, SMSCCI launched its San Mig Coffee Sugar-
free line and just before year-end, introduced its premium line of coffeemixes under the 
brand name Grandeur. The business officially marked its entry to the black coffee 
segment in September 2006 when it introduced San Mig Coffee 100% Premium Instant 
Coffee. 

 
• RealSnacks Mfg. Corp. (RealSnacks) – was incorporated in April 2004 as a 100%-

owned subsidiary of SMPFC, however, commercial operations have yet to commence.  
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• Monterey Foods Corporation (Monterey) - 58.59%-owned by SMC and 37.36%-owned 
by the Company, engages in livestock and piggery operations, as well as meat processing. 
Monterey is considered a major player in the highly fragmented domestic pork and beef 
industries. Fresh produce from Monterey’s farms, as well as further processed or value 
added meat products, are sold in Monterey meat shops located in major cities throughout 
the country. Monterey also supplies the live hog requirements of PF-Hormel, an affiliate.  

 
• Great Food Solutions (GFS) - is the food service unit of the Company that caters to 

hotels, restaurants and institutional accounts for their meat, poultry, dairy and flour-based 
requirements, as well as provides food solutions/recipes and menus. GFS also handles 
Smokey’s franchising operations and operates San Mig Café restaurant. 

 
 
Percentage of Sales Contributed by Export Sales 
 
The consolidated revenues include P 266.4 million or about 0.50% export sales of the Company’s 
several businesses.   
 
Information as to the relative contribution of the different businesses to total sales is as follows: 
 
                             (in  000’s) 

 2006 2005 2004 
Sales P 52,963,218 P 50,423,627 P 45,324,641
  
Meats and Poultry Processing 43.77% 44.48% 46.44%
Feeds and Flour Milling 37.77% 37.88% 38.63%
Dairy and Others 18.46% 17.64% 14.93%
 TOTAL 100.00% 100.00% 100.00%

 
 
Distribution Methods of Products and Services 
 
The Company and its subsidiaries utilize different modes of distribution depending on the location 
and how the subsidiary/division operates. For Metro Manila and Luzon, haulers/truckers are hired to 
deliver the goods from the businesses’ plants and warehouses to the distributors/dealers/depots or 
directly to the retail and institutional customers. For Visayas and Mindanao, goods are transported 
through forwarders and shipping lines.  
 
To ensure the consistent availability of products, Poultry maintains its own sales force and engages 
third party distributors to handle the selling of its products to supermarkets, groceries and wet 
markets. Magnolia and PF-Hormel, through the Company’s Integrated Food Sales Group, likewise 
utilize the services of third party distributors for the marketing of its products. Feeds and SMMI, on 
the other hand, largely depend on their strategically located distributors/dealers/depots nationwide. 
 
Selling of Magnolia, PF-Hormel, SMSCCI and Condiments products to major accounts such as 
supermarkets and groceries are being handled by SMC’s Centralized Key Accounts Group (CKAG). 
The Company’s Food Service Division, meanwhile, takes care of selling Poultry, SMMI, PF-Hormel, 
SMSCCI and Magnolia goods to key institutional customers such as hotels, restaurants, bakeshops 
and fast-food chains.  
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Development of New Product or Service 
 
The Company and its subsidiaries do not have any publicly announced new major product that is 
being developed.  
 
 
Competition 
 
The Company is known for its high quality products and well-known brands in the market and is 
regarded as one of the leaders in the food manufacturing industry.  
 
SMFI’s Poultry business is considered a major player in its industry group and competes with 
integrators such as Bounty Agro-Ventures, Swift, Vitarich and other independent commercial 
growers.  The industry itself continues to exhibit a commodity behavior with performance subject to 
the law of supply and demand. Most of the major integrators employ contract-growing schemes for 
the production of live broilers. Also a trend among the big market players is the contract breeding and 
toll dressing arrangements. SMFI Poultry’s competitive advantages lie in the areas of breed 
management, growing efficiencies, sales strategies and customer care. 
 
Major players in the feeds industry are SMFI, Purina/Cargill, Universal Robina Corporation (URC), 
General Milling Corporation (GMC), Cheil Jedang and Selecta. In terms of market share, it is 
estimated that SMFI - Feeds accounts for more than one third of the feeds milling industry. Feeds 
business falls under the commodity type of industry with most of its major raw materials such as 
corn, soybean and wheat categorized as global commodities. Since feed millers use imported raw 
materials, the industry is greatly affected by foreign exchange fluctuations. The industry derives its 
sales mainly from hog and broiler population. To date, majority of local industry players have 
evolved from merely selling feeds products to offering total value service packages to customers. In 
an effort to increase sales volume and grab market shares, many companies implement more flexible 
credit terms, after harvest payment schemes and volume lock-in programs. Technical services and 
buy-back schemes are also offered to customers. In terms of product promotion, some market players 
aggressively invest in various types of visibility campaigns, the most popular of which was through 
tri-media placements. 
 
SMMI’s Flour business belongs to a highly commoditized industry sensitive to price movements and 
characterized by low brand loyalty. The Company’s Flour business accounts for the largest market 
share in the industry. Other players are GMC, URC, Philippine Foremost Milling, Wellington Flour 
Mills, PILMICO Foods Corporation, RFM Corporation, Morning Star, Liberty Flour Mills, Philippine 
Flour Mill, Monde Nissin and Delta. Recently, the entry of cheaper imported flour affected the sales 
of local millers which further intensified competition among market players. Considered growth 
drivers of the industry are population growth rate, demand for bread and other flour-based products, 
growth of the bakery sector and home baking. Although the price is the main purchasing 
consideration, the quality of products and services offered cannot be discounted in acquiring 
customer’s patronage. Flour continues to be more of an intermediary product used as a raw material 
rather than a consumer product. On the other hand, SMMI’s savory snacks business, which started 
operations second half of 2006, belongs to an industry where strong and resilient market leaders like 
URC and Liwayway Marketing Corporation reign. Market inclination is generally towards cheaper 
snack products but there are still consumers who are willing to pay a premium on product innovations 
that promote health and nutrition.  
 
The Company’s Processed Meats business under PF-Hormel continues to be the market leader in the 
hotdog market and remains one of the leading players in the canned goods market. Other players in 
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the processed meats’ business include Pacific Meat Company, Inc. (Argentina), CDO, Virginia 
Foods, Inc. (Winner and Champion) and RFM Corporation (Swift). Noted trends in the industry are 
the consumers’ preference for smaller size and lower priced brands, substitution of noodles in lieu of 
corned beef/luncheon meat and the growing demand for healthy products, i.e., low sodium, low fat 
and no MSG. Still found effective in pushing sales are product innovations, sponsorships of major 
events and the conduct of promotional activities using novelty items. To further improve its position 
in the market, PF-Hormel capitalized on its extensive distribution network, brand equity and high 
quality image, technology link with joint venture partner Hormel Netherlands B.V. and effective 
promotions and advertising. 
 
Magnolia is into manufacturing and marketing of breadfill products such as butter, margarine 
(refrigerated and non-refrigerated), and cheese. The business is also engaged in the sale and 
marketing of desserts and dairy-based products such as milk and ice cream, as well as gel-based 
snacks and cooking oil. Magnolia caters to both retail and institutional sectors of the market. While 
brand building is critical to the retail sector, the institutional segment is more price-driven. In the AC 
Nielsen’s December 2006/January 2007 reading, Magnolia ranked first in the butter category while 
New Zealand Milk Products (NZMP) and New Zealand Creamery (NZC) followed suit. In the 
refrigerated margarine category where NZC and RFM also compete, Magnolia accounts for a 
significant market share. The same holds true in the Non-Refrigerated margarine category where 
Magnolia accounts for around 96% of the pie. In the cheese category, however, Kraft Phils. is 
reported as the leading player followed by Magnolia and NZC; while Magnolia’s wholly-owned 
subsidiary, Sugarland Corporation, currently leads the gel-based snacks industry. In the milk industry, 
Nestlé continues to lead in the powdered and ready-to-drink milk categories.  
 
The Company’s coffee business under SMSCCI, whose San Mig Coffee products were launched in 
the market two years ago, has already captured a commendable market share. SMSCCI’s San Mig 
Coffee Sugar-free line now leads the sugar-free coffeemix segment after barely eight months from 
launching. The coffee industry is dominated by Nestlé but other market players like URC, Kraft 
Foods Inc. and GMC. are also becoming more aggressive.       
 
The Company, with its strong financial position and healthy balance sheet, believes it could sustain 
the competitiveness of its different businesses.  It will continue to improve and introduce quality 
products (e.g., “Best Before’ seal of product freshness, Vitamin fortification and Halal/HACCP /ISO 
accreditation) and create product differentiation. 
 
 
Purchase of Raw Materials and Supplies 
 
The Poultry business’ breeder stocks are imported from Aviagen, Cobb Vantress and Hybro B.V., 
agribusiness firms based in France, USA and Netherlands, respectively. The Feeds business sources 
more than 20% percent of its soybean meal requirements from Singapore-based supplier, Louis 
Dreyfus Asia, PTE, while other raw materials are sourced from various local suppliers.    
 
SMMI’s Flour business obtains more than 20% of its wheat requirements from Columbia Grains 
International, a US-based company. Other suppliers of wheat are The Canadian Wheat Board and 
AWB (International) Limited with business addresses at Vancouver, Canada and Melbourne, USA, 
respectively. SMMI’s Snacks business, on the other hand, sources its potato starch and granules 
requirements from EAC Industrial Ingredients, Inc. and Alternatives Food Corporation.  
 
Processed Meats gets its pork requirements from various local suppliers and from sister company, 
Monterey. On the other hand, more than 20% of PF-Hormel’s beef requirements are imported from 
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Allanasons and Hind Agro, both based in India, while the rest are sourced from other international 
suppliers.  
 
Magnolia imports more than 20% of its major raw materials, such as cheese curds and Anhydrous 
Milk Fat (AMF), from Fonterra (SEA) Pte Limited (formerly New Zealand Milk Products) based in 
Singapore while bulk of its oil requirements are sourced from parent company, San Miguel’s 
Agribusiness. San Miguel Packaging Specialists, Inc., the packaging subsidiary of SMC, is the major 
supplier of the business for its packaging materials needs. Other local suppliers for packaging 
supplies are Able Manufacturing Company and Licton Industrial Corporation.   
 
The Company and its subsidiaries are not dependent on one or a limited number of suppliers for its 
essential raw materials, such that, operations will not be disrupted if any supplier refuses or cannot 
meet its delivery commitment. 
 
 
Customers 
 
The Company and its significant subsidiaries have a broad market base which includes supermarkets, 
grocery stores, cooperative stores, sari-sari stores, convenience stores, warehouse clubs, mini-marts, 
market stalls, wet market vendors/dealers and commissaries, wholesalers/distributors, animal raisers, 
buyers of live birds and institutional accounts (i.e, fastfood outlets and restaurants, burger and pizza 
chains, bakeshops/bakeries, hotels, snack/biscuit manufacturers, noodle manufacturers, membership 
clubs, school/office canteens and franchise holders). The Company distributes its products to Luzon, 
Visayas and Mindanao, either through its own sales force or through strategically located 
partners/distributors all over the country. 
 
The Company and its subsidiaries are not dependent on any single customer except for Magnolia 
whose sales through its distributor SMC - CKAG accounts for more than 20% of its total business. 
This gives the businesses flexibility in managing their sales activities.   
 
 
Related Party Transactions 
 
The Company and its subsidiaries, in their regular course of business, transact with related parties. 
These transactions include the purchase/sale of goods and services.  
 
 
Patents, Trademarks, Copyrights, Licenses 
 
All marks used by the Company and its subsidiaries in its principal products are either registered or 
pending registration in the name of the Company, SMC or an affiliate in the Philippines and foreign 
markets of said products.   
  
 
Government Approval 
 
The Company and its subsidiaries have obtained all necessary permits, licenses and government 
approvals to manufacture and sell its products. 
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Governmental Regulation 
 
The Company and its subsidiaries have no knowledge of recent or probable governmental regulations, 
the implementation of which can result in a material adverse effect on the Company’s and its 
significant subsidiaries’ business or financial condition. 
 
 
Research and Development 
 
Total amount spent by the Company and its significant subsidiaries on research and development for 
the years 2006 and 2005 were P 41.556 million and P 49.724 million, respectively. As a percentage of 
net sales revenues, spending on research and development for the last two years translates to barely 
0.1%.   
 
 
Cost of Compliance with Environmental Laws 
 
The Company incurred about P 39.064 million in expenses for environmental compliance. On an 
annual basis, operating expenses incurred by the Company to comply with environment laws are not 
significant or material relative to the Company’s total cost and revenues. 
 
 
Employees 
 
The Collective Bargaining Agreements entered into by the Company and its significant subsidiaries 
with its various employee unions, as well as headcount by position, are listed herein as Annex “A”. 
 
The Company and its subsidiaries do not expect any significant change in its existing workforce level 
within the ensuing twelve (12) months.  
 
 
Sales 
 
Revenue, profitability, and identifiable assets attributable to domestic operations for 2006, 2005 and 
2004 are as follows: 
 

( in 000’s ) 
 2006 2005 2004 
Sales P 52,963,218 P 50,423,627 P 45,324,641
Operating income 1,892,915 1,715,961 1,395,330
Total Assets         28,211,699         26,716,257         25,518,269

 
 
Major Business Risk/s  
 
The Company and its subsidiaries recognize the fact that their business operations are always 
exposed, in one way or the other, to some level of uncertainties or risks which, if not properly 
addressed and managed, could be detrimental to the profitability of the enterprise. Listed below are 
the major business risks that the Company and its subsidiaries are confronting: 
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Currency/Foreign Exchange (FOREX) Risk 
 
Major raw materials of the Company, such as corn, soya bean, wheat, beef, AMF, cheese curds and 
vegetable oils, are all imported, hence, volatility in foreign exchange rates clearly exposes the 
business to economic and accounting losses. Passing fully to the consumers the peso value effect of 
the increase in raw material prices is usually not feasible. Instead, the subsidiaries use currency 
forwards to manage exposures to foreign currency risks arising from importations. SMFI Flour 
business, in particular, uses commodity futures and options to manage its exposures to volatility in 
price of imported wheat. The Company also avoids, as much as possible, availment of foreign 
currency loans for its operations. Import credits are very short to ensure minimization of the risk of 
extreme losses. 
 
 External Trade Risk 
 
The developed countries’ commitment to reduce farm subsidies which was formalized through the 
General Agreement on Tariffs and Trade (GATT) and its successor, the World Trade Organization, 
(WTO) resulted in higher tariff barrier and caused adverse effect on the Company’s input costs. To 
manage the same, some businesses tried tapping suppliers from other countries. 
 
On the other hand, Philippine government’s move to lower tariffs and eliminate quantitative 
restrictions under various trade accords such as AFTA, APEC and WTO has led to increased 
competitive pressures from imported goods. The Company managed this by moving its product mix 
up the value chain and by building on extensive brand recognition. 
 
Environmental Risk 
 
Rigorous weather conditions and outbreaks of animal diseases such as bird flu or avian influenza 
(chicken), foot-and- mouth (hogs) and mad cow are all beyond the control of the Company but could 
have severe effect on its business operations. To manage these occasional outbreaks, the Company 
adopted preventive measures like farm sanitation and biosecurity to minimize, if not totally avoid, the 
risks from these diseases. 
 
Social and Cultural Risks 
 
Consumer taste and preferences have evolved through time due to a host of reasons such as health, 
fads and fast-paced lifestyles. The Company manages these risks by establishing a small presence 
first in food products where consumer preferences seem to be leaning towards. Should demand take 
off and stabilize, operations are expanded. 
 
Market Risk  
 
New and existing competitors can erode the Company’s competitive advantage through the 
introduction of new products, improvement of product quality, increase in production efficiency, new 
and updated technologies, costs reductions and the reconfiguration of the industry’s value chain. To 
manage all these, the Company comes up with new exciting products, improves product propositions 
and packaging and redefines the manner of distribution. 
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Item 2. Properties 
 
The locations of the various plants and farms are attached herein as Annex “B”. 
 
The Company owns all major facilities, i.e., flour and feed mills, meats processing and poultry 
dressing plants and a butter, margarine & cheese plant. Its Poultry operation, including the poultry 
dressing operation, however, is partly contracted out to third parties. 
 
The Company and its subsidiaries have no principal properties that are subject to a mortgage, lien or 
encumbrance. 
 
 
Item 3. Legal Proceedings 
 
The Company or any of its subsidiaries or affiliates is not a party to, and its properties are not the 
subject of, any material pending legal proceeding that could be expected to have a material adverse 
effect on the Company or its results of operations. 
 
 
Item 4. Submission of Matters to a Vote of Security Holders 
 
At the special meeting on September 25, 2006, the stockholders of the Company representing at least 
99.79%, in person or by proxy, of the outstanding capital stock of the Company approved to amend 
Article IV of the Amended Articles of Incorporation of the Company to extend the corporate term of 
the Company for another fifty (50) years from and after October 30, 2006.   

 
 

PART II – OPERATIONAL AND FINANCIAL INFORMATION 
 
Item 5.  Market for Registrant’s Common Equity and Related Stockholder Matters 
 
The Company’s common equity is traded in the Philippine Stock Exchange. 
 
The Company’s high and low prices for each quarter of the last two (2) fiscal years are as follows: 
 
Quarter 2005 2006 

 Class A Class B Class A Class B 
 High Low High Low High Low High Low 

1st 55.00 55.00 - - - - - - 
2nd 82.00 56.00 74.50 74.50 60.00 56.00 - - 
3rd 56.00 55.00 - - - - - - 
4th 56.00 55.00 - - - - - - 

 
The closing prices as of the latest practicable trading date: 
 
 Class A   P      60.00   June 30, 2006 
 Class B   P      74.50  May 26, 2005 
 
The approximate number of shareholders, as of December 31, 2006, of (a) Common Class “A”, (b) 
Common Class “B” and (c) Common Class “A” and “B” combined is 109, 55 and 33, respectively. 
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Total number of shareholders of Common Class “A” or Common Class “B” shares is 131. Common 
shares outstanding as of December 31, 2006 are 37,747,257 for Class “A” and 18,751,581 for Class 
“B.”  
 
The top 20 stockholders, as of December 31, 2006, for (a) Common Class “A”, (b) Common Class 
“B” and (c) Common Class “A” and Common Class “B” combined, are attached hereto as Annexes 
“C”  to “C-2”, respectively. 
 
No dividend declarations, nor cash dividends payout, took place in 2005 and 2006.  
 
Description of the following securities of the Company may be found in the indicated Notes to the 
2006 Consolidated Financial Statements, attached herein as Annex “D”. 
 
  Common Shares  Note 16 
 
As stated in Note 16 paragraph 6 of the 2006 Consolidated Financial Statements, accumulated equity 
in undistributed net earnings of the consolidated subsidiaries and associates are not available for 
dividend distribution until declared by the subsidiaries and associates. 
 
There were no securities sold by the Company within the past three (3) years that were not registered 
under the Securities Regulation Code. 
 
Item 6.   Management’s Discussion and Analysis or Plan of Operation 
 
(A)  Management Discussion and Analysis 
 
The information required by Item 6 (A) may be found on Annex “E” hereof. 
 
(B)  Information on Independent Accountants and Other Related Matters 
 
Sycip Gorres Velayo & Co. has been the Company’s external auditors for the last fiscal year. 
 
Fees billed for the services rendered by the external auditor to the Company and its subsidiaries in 
connection with the Company’s annual financial statements and other statutory and regulatory filings 
for 2005 and 2006 are P 11.5 million and approximately P 8.0 million, respectively. No other services 
were rendered by the external auditor to the Company or its subsidiaries. 
 
The stockholders approve the appointment of the Company’s external auditors. The Audit Committee 
reviews the audit scope and coverage, strategy and results for the approval of the board and ensures 
that audit services rendered shall not impair or derogate the independence of the external auditors or 
violate SEC regulations. 
 
Item 7.   Financial Statements 
 
The Consolidated Financial Statements (with the auditors’ PTR, name of certifying partner and 
address) are attached as Annex “D” hereof with the Supplementary Schedules (including the report 
of the external auditor on the Supplementary Schedules) attached as Annex “D-1”. 
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Item 8. Changes in and Disagreements with Accountants on Accounting and Financial 
Disclosure 

 
There are no disagreements with accountants on accounting and financial disclosure. 
 
 

PART III – CONTROL AND COMPENSATION INFORMATION 
 
Item 9.  Directors and Executive Officers of the Issuer 
 
The names of the incumbent directors and senior executive officers of the Company, and their 
respective ages, periods of service, directorships in other reporting companies and positions in the last 
five (5) years are as follows: 
 
Eduardo M. Cojuangco, Jr., Filipino, 71, is the Chairman of the Company, a position he has held 
since May 22, 2001. He is also Chairman and Chief Executive Officer of San Miguel Corporation and 
Ginebra San Miguel, Inc.  He is also the Chairman of ECJ and Sons Agricultural Enterprises, Inc. and 
the Eduardo Cojuangco, Jr. Foundation, Inc.; and a Director of Cainaman Farms, Inc.  
 
Ramon S. Ang, Filipino, 53, has been a Director of the Company since May 22, 2001. He also holds 
the following positions: Vice Chairman, President and Chief Operating Officer of San Miguel 
Corporation; Chairman of San Miguel Properties, Inc., The Purefoods-Hormel Company, Inc., 
Anchor Insurance Brokerage Corporation, San Miguel Brewery Hong Kong Limited (Hong Kong), 
National Foods Limited (Australia), Del Monte Pacific Limited (BVI) and Del Monte Philippines, 
Inc.; and a Director of Ginebra San Miguel, Inc.  He is also the Chairman of Philippine Diamond 
Hotel & Resort, Inc., Philippine Oriental Realty Development, Inc., Atea Tierra Corporation and 
Cyber Bay Corporation.    
   
Francisco S. Alejo III, Filipino, 58, is the President of the Company (since May 20, 2005). He has 
been a Director of the Company since May 22, 2001. He also holds the following positions: Chairman 
and Chief Executive Officer of Monterey Foods Corporation; President of Magnolia, Inc., San Miguel 
Foods, Inc., The Purefoods-Hormel Company, Inc. and San Miguel Super Coffeemix Co., Inc.; and 
Chairman and President of Sugarland Corporation and Star Dari, Inc.  
 
Menardo R. Jimenez, Filipino, 74, has been a Director of the Company since April 25, 2002. He is 
also a Director of San Miguel Corporation and Magnolia, Inc. He also holds the following positions: 
President and Chief Executive Officer of Albay-Agro Industrial Development Corporation; Chairman 
and President of Majent Management and Development Corporation, Majent Agro Industrial 
Corporation, M. A. Jimenez Enterprises, Inc., Pac Rim Realty Development Corporation, Television 
International Corporation, Alta Tierra Resources, Inc. and  Fibers Trading, Inc.; Chairman of Cable 
Entertainment Corporation, Majent Foundation, Inc., Marathon Building Technologies, Inc. and 
Meedson Properties Corporation; and a Director of First Metro Investment Corporation, Cunickel 
Mining Corporation, Electronic Realty Associates, Inc., Mabuhay Philippines Satellite Corporation, 
Franchise One Corporation, CBTL Holdings, Inc., CCC Insurance Corporation and Pan-Phil Aqua 
Culture Corporation.     
 
Leo S. Alvez, Filipino, 64, has been a Director of the Company since April 25, 2002. He is also a 
Director of San Miguel Corporation and Ginebra San Miguel, Inc. Major General Alvez is a former 
Security Consultant to the Prosecution Panel of the Senate Impeachment Trial of President Joseph 
Estrada (2000-2001); Vice Commander of the Philippine Army (1998); and Division Commander of 
the 7th Infantry Division (1996-1998).  
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Jose T. Pardo, Filipino, 67, has been a Director of the Company since April 25, 2002.  He also holds 
the following positions: Chairman of Philippine Savings Bank, ABC Development Corporation, 
Associated Broadcast Marketing Corporation, Electronic Commerce Payment Network, Inc., OOCC 
General Construction Corporation and Asian Holdings Corporation; and a Director of Bank of 
Commerce, JG Summit Holdings, Inc. and Mabuhay Philippine Satellite Corporation. He is also the 
Chairman of the Foundation for Crime Prevention, PCCI Council of Business Leaders, ECOP, 
Council of Leaders, Free Legal Assistance for Good Cops and Assumption College (Antipolo).  Mr. 
Pardo is a former Cabinet Secretary of the Department of Finance (2000-2001) and the Department of 
Trade and Industry (1998-2000); Governor for the Philippines of the Asian Development Bank and 
World Bank Group; Alternate Governor for the Philippines of the International Monetary Fund; 
Chairman of Land Bank of the Philippines and Philippine Deposit Insurance Company; and Bangko 
Sentral Monetary Board Member (1998-2001). 
 
Roberto N. Huang, Filipino, 58, has been a Director of the Company since April 26, 2004.  He is also 
the President of San Miguel Beverages, Inc. and a Director of Ginebra San Miguel, Inc..  His previous 
work experience in San Miguel Corporation includes the following: Senior Vice President, Corporate 
Sales (2002-2003); Vice President and Director, Corporate Sales (2001-2002); and Vice President, 
Sales and Marketing Manager, San Miguel Beer Division (1999-2001).  
 
Minerva Lourdes B. Bibonia, Filipino, 48, has been a Director of the Company since May 12, 2006. 
She is Senior Vice President for Corporate Marketing of San Miguel Corporation (since 2002); a 
Director of San Miguel Brewery Hong Kong Limited (Hong Kong) and J. Boag & Son Limited 
(Australia); and a Commissioner of PT Delta Djarkarta Tbk (Indonesia). Ms. Bibonia previously 
served San Miguel Corporation in the following capacities: Vice President and Head of the 
Centralized Key Accounts Group (2001) and Consultant to the Office of the Chairman (2000-2001). 
 
Iñigo Zobel, Filipino, 50, has been a Director of the Company since May 12, 2006; and a Member of 
the Company’s Executive Committee, Audit Committee and Nominations and Hearing Committee. 
He is also a Director of San Miguel Corporation (Member of its Executive Committee, Executive 
Compensation Committee and Nominations and Hearing Committee),* Ginebra San Miguel, Inc. 
(Chairman of its Executive Compensation Committee and Member of its Audit Committee),* and San 
Miguel Properties, Inc. (Chairman of its Audit Committee and Member of its Executive 
Compensation Committee and Nominations and Hearing Committee).*  He also holds the following 
positions:  President and Chief Executive Officer of E. Zobel, Inc., President of Ayala International 
España, Diamond Star Agro Products, Inc., Calatagan Golf Club, Inc. and Hacienda Bigaa, Inc.;  and 
a Director of Calatagan Resort, Inc., Calatagan Gulf Realty, Inc., and Mermac, Inc.  
 
Francis H. Jardeleza, Filipino, 57, is the Corporate Secretary of the Company (since May 22, 2001). 
He is also the Corporate Secretary, Senior Vice President and General Counsel of San Miguel 
Corporation; Corporate Secretary of Ginebra San Miguel, Inc., San Miguel Properties, Inc., The 
Purefoods-Hormel Company, Inc.,  and Cosmos Bottling Corporation; Chairman of SMC Stock 
Transfer Service Corporation; and a Director of Del Monte Pacific Limited (BVI). 
 
Zenaida M. Postrado, Filipino, 51, is the Division Finance Officer of the Company (since May 
2005).  She also holds the following positions:  a Director of Monterey Foods Corporation; Treasurer 
and a Director of The Purefoods-Hormel Company, Inc., San Miguel Mills, Inc., Star Dari, Inc. and 
Sugarland Corporation; Vice President and Treasurer of Magnolia, Inc. and San Miguel Foods, Inc.; 

                                                           
* Independent Director 
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and Treasurer of San Miguel Super Coffeemix Co., Inc. She was a former General Manager (2005) 
and OIC-General Manager (2003-2004) of The Purefoods-Hormel Company, Inc.  
 
 
Term of Office 
 
Pursuant to the Company’s Amended By-Laws, the members of the Board of Directors shall be 
elected by a plurality vote of the subscribed capital stock at the annual meeting, for a term of one (1) 
year and until the election and qualification of their successors.  At least two (2) directors shall be 
residents of the Philippines, and all of them should be stockholders of record of the Company.  

 
 

Independent Director 
 
The independent director of the Company is Mr. Iñigo Zobel. 
 
 
Significant Employees 
 
The Company has no employee who is not an executive officer but who is expected to make a 
significant contribution to the business. 
 
 
Family Relationships 
 
There are no family relationships up to the fourth civil degree either by consanguinity or affinity 
among the directors, executive officers, or nominees for election as directors. 
 
 
Parent Company 
 
As of December 31, 2006, the Company is 99.789% owned by San Miguel Corporation.2   
 
  
Involvement in Certain Legal Proceedings 
 
None of the directors, nominees for election as director, executive officers, underwriters or control 
persons of the Company have been involved in any legal proceeding, including without limitation 
being the subject of any (a) bankruptcy petition, (b) conviction by final judgment, (c) order, judgment 
or decree, or (d) violation of a securities or commodities law, for the past five (5) years up to the 
latest date that is material to the evaluation of his ability or integrity to hold the relevant position in 
the Company.  
 
 
 
 

                                                           
2  Exclusive of the 9,436,814 Common Class “A” shares and 4,442,620 Common Class “B” shares, the denial 
of pre-emptive rights to the issuance of which have been approved by the SEC on February 9, 2006 and which 
have been issued to San Miguel Corporation on March 15, 2007, but are pending listing with the PSE. 
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Item 10.  Executive Compensation 
 
The following table summarizes the aggregate compensation paid or accrued during the last two (2) 
fiscal years, as well as those estimated to be paid in the ensuing fiscal year, to the Company’s 
President and senior executive officers: 
 

NAME YEAR SALARY BONUS OTHERS TOTAL 
Total Compensation 
of the President and 
Senior Officers (the 
most highly 
compensated officers 
of the Company)3 

2007 
(estimated) 
 
2006 
 
 
2005 

P  31.7 
Million 
 
P  29.4 
Million 
 
P  33.2 
Million 

P  9.0 
Million 
 
P  9.1 
Million 
 
P  10.7 
Million 

P  8.9 
Million 
 
P  8.4 
Million 
 
P  9.3 
Million 

P  49.6 
Million 
 
P  46.9 
Million 
 
P  53.2 
Million 

All other officers and 
directors as a group 
unnamed 

2007 
(estimated) 
 
2006 
 
 
2005 
 

P 50.3 
Million 
 
P 48.1 
Million 
 
P 78.5 
Million 
 

P 14.4 
Million 
 
P 18.4  
Million 
 
P 23.4  
Million 

P 19.9  
Million 
 
P 20.1  
Million 
 
P 29.7 
Million 

P 84.6  
Million 
 
P 86.6  
Million 
 
P 131.6  
Million 

TOTAL 2007 
(estimated) 
 
2006   
 
 
2005 
 

P 82.0 
Million 
 
P 77.5 
Million 
 
P 111.7  
Million 
  

P 23.4 
Million 
 
P 27.5 
Million 
 
P 34.1 
Million 
  

P 28.8  
Million 
 
P 28.5 
Million 
 
P 39.0 
Million 

P 134.2 
Million 
 
P 133.5 
Million 
 
P 184.8 
Million 
  

 
Article II, Section 5 of the Amended By-laws of the Company provides that the members of the 
Board of Directors shall each be entitled to a director’s fee in the amount to be fixed by the 
stockholders at a regular or special meeting duly called for that purpose. 
 
Each director receives a per diem of P5,000.00 per attendance at Board meetings of the Company. 
 
There were no other arrangements pursuant to which any of the Directors was compensated or is to be 
compensated, directly or indirectly, during the last fiscal year, and the ensuing fiscal year. 
 
There were no employment contracts between the Company and a named executive officer. 
  
There were neither compensatory plans nor arrangements with respect to a named executive officer. 
 
                                                           
3 The President and senior officers of the Company are as follows: (for 2007 and 2006)  Francisco S. Alejo III, 
Arthur O. Juan, Rolando A. Cabredo, George A. Nava and Zenaida M. Postrado;  and (for 2005)  Enrique A. 
Gomez, Jr. , Francisco S. Alejo III,  Arthur O. Juan, Emmanuel E. Eraña and Zenaida M. Postrado.    
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Item 11.  Security Ownership of Certain Beneficial Owners and Management 
 
Owners of record of more than 5% of the Company’s voting securities as of December 31, 2006 are 
as follows: 
 

Title of 
Class 

Name, Address of 
Record Owner and 
Relationship with 

Issuer 

Name of 
Beneficial 

Owner and 
Relationship 
with Record 

Owner 

Citizenship No. of 
Shares Held 

Percent 

Class “A” 
 

37,634,306 

Class “B” 

San Miguel 
Corporation4 
SMC Head Office 
Complex 
40 San Miguel 
Avenue,Mandaluyong 
City 1550, parent 
company of issuer 

N.A. 
 

Filipino 
 

18,745,324  

99.789%5  

 
The following are the number of shares of the Company’s capital stock (all of which are voting 
shares) owned of record by the Chairman, key officers of the Company and directors as of December 
31, 2006: 
 

Title of 
Class 

Name of Owner Citizenship Total No. of 
Shares 

Common 
(Class “A”) 

Eduardo M. Cojuangco, Jr. Filipino 1 (r) 

Common 
(Class “A”) 

Ramon S. Ang Filipino 1 (r) 

Common 
(Class “A”) 

Minerva Lourdes B. Bibonia  Filipino 1 (r) 

Common 
(Class “A”) 

Roberto N. Huang Filipino 1 (r) 

Common 
(Class “A”) 

Iñigo Zobel Filipino 1 (r) 

Common 
(Class “A”) 

Leo S. Alvez Filipino 1 (r) 

Common 
(Class “A”) 

Menardo R. Jimenez Filipino 1 (r) 

                                                           
4 The Board of Directors of San Miguel Corporation (SMC) authorizes any one Group A signatory or any two 
Group B signatories to act and vote, in person or by proxy, shares held by SMC in other corporations.  The 
Group A signatories of SMC are Eduardo M. Cojuangco, Jr., Ramon S. Ang, Ferdinand K. Constantino, 
Francis H. Jardeleza, Lubin B. Nepomuceno, Ma. Belen C. Buensuceso,   Yoshinori Isozaki and Carlos Antonio 
M.  Berba.  The Group B signatories of SMC are Roberto N. Huang, Minerva Lourdes B. Bibonia, David S. 
Santos, Eleanor P. Blomdahl,  Bella O. Navarra, Pablo P. Pacquing, Joseph N. Pineda, Virgilio S. Jacinto,  
Emmanuel E. Eraña and  Mercy Marie L. Amador. 
 
5 Please refer to footnote 2. 
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Common 
(Class “A”) 

Jose T. Pardo Filipino 1 (r) 

Common 
(Class “A”) 

Francisco S. Alejo III Filipino 1 (r) 

 
The aggregate number of shares owned of record by the Chairman, key officers and directors as a 
group as of December 31, 2006 is nine (9) shares or approximately 0.0000159% of the Company’s 
outstanding capital stock. 
 
The aggregate number of shares owned by all officers and directors as a group as of December 31, 
2006 is nine (9) shares or approximately 0.0000159% of the Company’s outstanding capital stock. 
 
The foregoing beneficial or record owners have no right to acquire additional shares within thirty (30) 
days from options, warrants, conversion privileges or similar obligations or otherwise. 
 
 
Item 12.   Certain Relationships and Related Transactions 
 
See Notes 1 (Corporate Information), 9 (Investments and Advances) and 25 (Related Party 
Disclosures) of the Notes to the Consolidated Financial Statements of the Company. 
 
There were no transactions with directors, officers or any principal stockholders (owning at least 10% 
of the total outstanding shares of the Company) that are not in the ordinary course of business of the 
Company. The Company observes an arm’s length policy in its dealings with related parties. 
 
 
 

PART IV – CORPORATE GOVERNANCE 
 
Item 13.  Corporate Governance 
 
The evaluation by the Company to measure and determine the level of compliance of the Board of 
Directors and top level management with its Manual of Corporate Governance is vested by the Board 
of Directors in the Compliance Officer.  The Compliance Officer is mandated to monitor compliance 
by all concerned with the provisions and requirements of the Manual of Corporate Governance.  The 
Compliance Officer has certified that there is such level of compliance for 2006. 
 
The Company considers its Manual of Corporate Governance to be in line with leading practices on 
good corporate governance, and as such, is in full compliance. 
 
There are no deviations from the Company’s Manual of Corporate Governance. 
 
The Company will improve its Corporate Governance when appropriate and warranted, in its best 
judgment. 
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PART V – EXHIBITS AND SCHEDULES 

 
Item 14.  Exhibits and Reports on SEC Form 17-C 
 
(A)  Exhibits 
 
The Consolidated Financial Statements are attached as Annex “D” and the Supplementary Schedules 
(including the report of the external auditors on the Supplementary Schedules) are attached hereto as 
Annexes “D-1”. The other Schedules as indicated in the index to Schedules are either not applicable 
to the Company or require no answer. 
 
(B)  Reports on SEC Form 17-C  
 
Reports on SEC Form 17-C which were filed during the last six month period covered by this report 
are attached hereto as Annex “F”. 
 





   

 

 
                   ANNEX “A” 

 
 
 
Number of Employees of San Miguel Pure Foods Company, Inc. and its Subsidiaries 
 
 
 

Level Union Expiration of CBA 
(Economic) 

Headcount 

Rank and File PF-HORMEL   
      PHCAMEU November 30, 2005 207
      NAGSAMA-PHC-PULO February 28, 2006 278
 SMFI  
      MAPFELU IBM 67  February 28, 2007 45
      MPEU – PTGWO June 30, 2007 47
      MPPP Cebu - IBM  September 30, 2007 44
      MPPPMEU - San Fernando  June 30, 2008 74
      PF Hatchery (CFW) September 28, 2006 31
      SMFIEU – PTGWO June 30, 2007 90
      SMFI – MPPWU IBM 79  March 15, 2008 135
      KAMPU Independent  January 30, 2007 38
      PFMEU July 31, 2008 52
 MAGNOLIA   
      PDPCEU IBM 85 - Cavite  July 31, 2007 83
      PDPCWU IBM 47 - Cavite  February 28, 2008 147
 SUGARLAND CORP.  
       TUPAS April 30, 2008 37
 PT SAN MIGUEL PURE FOODS 

INDONESIA 
 

       Serikat Pekerja Seluruh Indonesia    
Rokok, Tembakau, Makanan & 
Minuman (SPSI RTMM)     

December 2006 179

 Non-Unionized/Exempt  1,583
       Total Rank & File  3,070
Supervisors   453
Managers   169
Executives   38
TOTAL   3,730

 
 
 
 
 
 
 
 
 
 



   

 

 
 

                                      ANNEX “C” 
 

SAN  MIGUEL  PURE  FOODS  COMPANY, INC. 
List of Top 20 Stockholders 

As of December 31, 2006 
 
 
FOR COMMON CLASS “A”: 
 

No. of Shares %VS
Rank Stockholder Name Issued Sh

1 San M iguel Corporation 37,634,306 99.70077%
2 PCD Nom inee Corporation 28,453 0.07538%
3 PFC ESOP/ ESOW N Account 22,975 0.06087%
4 Ortigas, Cec ille Y. 18,231 0.04830%
5 Chua, Ram on, L. 6,538 0.01732%
6 Ram os, Jorge 5,868 0.01555%
7 Ortigas, Ana M aria de Olondriz 4,334 0.01148%
8 de Ocam po, Pac ifico 3,665 0.00971%
9 Garc ia, Antonio G. 2,755 0.00730%

10 Buendia, Honesto 1,198 0.00317%
11 Quijano, Teodoro 1,198 0.00317%
12 Reyes, P rinc ipe P . 1,198 0.00317%
13 Senga, M axim a A . 1,106 0.00293%
14 Fernan, Franc is 1,026 0.00272%
15 Buendia, Honesto B . 997 0.00264%
16 Sugcang, Josefa L. 899 0.00238%
17 Avellana, Jose 814 0.00216%
18 TM G International Holdings Co. Ltd. 700 0.00185%
19 Beltran, E lsa Fernandez 608 0.00161%
20 Buendia, Honesto S ., J r. 548 0.00145%

TOTAL 37,737,417 99.97393%
 
 
Total No. of Shares  37,747,257 
 
 



   

 

 
 

ANNEX “B” 
PROPERTIES 

 
A.  Company-Owned 
  
 Address 
  
MAIN OFFICE  
JMT Corporate Condominium Building ADB Avenue, Ortigas Center, Pasig City 
  
ADMINISTRATION OFFICES  
Feeds & Poultry Iloilo Office Melliza St., Iloilo City 
Feeds & Poultry General Santos Office Bo. Calumpang, General Santos City 
  
MANUFACTURING PLANTS/ FACILITIES  
Processed Meats Marikina Plant Bo. San Roque, Marikina City 
Processed Meats Cavite Plant Bo. De Fuego, Brgy. San Francisco, Gen. Trias, Cavite 
Mabini Flourmill Brgy. Bulacan, Mabini, Batangas 
Tabangao Flourmill Brgy. Tabangao, Batangas City 
Pampanga Poultry Dressing Plant SMC Complex, Bo. Quebiawan, San Fernando, Pampanga 
Cebu Poultry Dressing Plant Brgy. Canduman, Mandaue City 
Davao Poultry Dressing Plant Toril, Sirawan, Davao City 
Feeds Spent Drying Plant San Fernando, Pampanga 
Laguna Feedmill Brgy. Malitlit, Sta. Rosa, Laguna 
Tarlac Feedmill Luisita Industrial Park, San Miguel, Tarlac City 
B-Meg Pangasinan Plant Km. 189, Brgy. Bued, Binalonan, Pangasinan 
Isabela Feedmill Bo. Soyung, Echague, Isabela 
Bataan Feedmill Mindanao Avenue, cor 10th Avenue, BEZ, Mariveles, Bataan 
Feeds Spent Grain Drying Plant SMC Complex, Highway, Mandaue City 
General Santos Feedmill Bo. Calumpang, Gen. Santos City 
Cagayan de Oro Feedmill Brgy. Baloy, Tablon, Cagayan de Oro City 
Bukidnon Feedmill Milmar Cpmd., Impalutao, Impasug-ong, Bukidnon 
Magnolia Plant Bo. De Fuego, Governor’s Drive, Gen. Trias, Cavite 
Cabuyao Poultry Plant Cabuyao, Laguna 
Processed Meats Indonesia Plant Jl. Raya Bogor Km. 37 Sukamaju, Sukmajaya, Indonesia 
  
FARMS/ HATCHERIES/ COLD STORAGE  
Calamba Hatchery Brgy. Licheria, Calamba City 
Bulacan Hatchery Km. 37, Pulong Buhangin, Sta, Maria, Bulacan 
Grandparent Hatchery Kapitan Bayong, Impasug-ong, Bukidnon 
Calauan Experimental Farms SMC Cmpd., Brgy. Mabacan, Calauan, Laguna 
Processed Meats Fairview Cold Storage Consul St., cor Carmel St., District 2, North Fairview, 

Quezon City 
Poultry Farm San Rafael, San Pablo City 

 
 
B.  Leased Property 
 
MANUFACTURING PLANT  
Jellyace Snack Food Manufacturing Plant Pines cor Reliance St., Brgy. Highway Hills, Mandaluyong 

City 
B-Meg Pangasinan Plant (lot only) Km. 189, Brgy. Bued, Binalonan, Pangasinan 
Cagayan de Oro Feedmill Brgy. Baloy, Tablon, Cagayan de Oro City 



   

 

Great Food Solutions Commissary North Bay Blvd., Navotas, Metro Manila 
  
  
 Address 
HATCHERY (Poultry)  
Lubogan Hatchery Brgy. Carson, Lubogan, Toril, Davao City 
  
FORESHORE (Flour)  
Mabini Brgy. Bulacan, Mabini, Batangas 
Tabangao Brgy. Tabangao, Batangas City 
  
WAREHOUSE/ SALES & ADMINISTRATION OFFICES 
SMFI Admin Office 16th Floor & Penthouse JMT Corporate Condominium 

Building, ADB Avenue, Ortigas Center, Pasig City 
Magnolia Admin Office SMFG Cmpd., Legaspi cor Eagle St., Ugong, 

Pasig City 
Flour  
     Libis Warehouse Mercury Avenue, Libis, Q. C. 
     Bulacan Warehouse Sta. Rita, Guiguinto, Bulacan 
     Prifoods Corporation Brgy. Paciano, Calamba, Laguna 
Poultry  
     San Jacinto Brgy. San Vicente, San Jacinto, Pangasinan 
     Santiago Brgy. Rizal, Santiago City, Isabela 
     Subic Brgy. Mangan-vaca, Subic, Zambales 
     VAO Office Emmanuel SJB Dev’t., San Isidro, Cabuyao, Laguna 
     Laguna Office 3F Sta. Cecilia Bus. Center, Parian, Calamba City 
     Lucena Brgy. Bocohan, Lucena City 
     Tiaong Brgy. Lagalag, Tiaong, Quezon 
     San Jose Brgy. Aya, San Jose, Batangas 
     Albay Brgy. Anislag, Daraga, Albay 
     Palawan Brgy. Tagburos, Puerto Princesa City, Palawan 
     Bohol Albur Dressing Plant, Eastern Poblacion, Alburquerque, 

Bohol 
     Bacolod Daalco IV Bldg., Singcang, Araneta St., Bacolod City 
     Dumaguete Magatas, Sibulan, Negros Oriental 
     Tacloban Wab Traders Corp., Brgy. Abucay, Tacloban City 
     Cebu* 6th Flr Clotilde Bldg., Casuntingan, Mandaue City, Cebu 
     Ormoc Door 4, 2nd Flr, Tan Bldg., Lilia Ave., Cogon, Ormoc 
     Davao* Coaco Road, Sasa, Davao City 
     Zamboanga Guiwan Highway, Zamboanga City 
     Cagayan de Oro Dacudao Cmpd, Corrales Ext. Cagayan de Oro City 
     Ozamis Mialen, Clarin, Misamis Occidental 
     Butuan Km 9, Tag-ibo, Butuan City 
Feeds  
     Cebu Office 1st Flr, GSMI Bldg., Subangdaku, Mandaue City, Cebu 
     Bacolod Sales Office JA Building, San Patricio, Banago, Bacolod City 
     Cagayan de Oro Sales Office S&C Building, Mitimco, Baloy, Cagayan de Oro 
     Butuan Sales Office Brgy. 23, Langihan Road, Butuan City 
     Ozamis Sales Office Elim Cmpd, Lam-an, Ozamis City 
     Tacoma Port Area, Manila 
     Metro Asia Pasig City 
     Mabuhay Tondo, Manila 
     PNOC Bauan, Batangas 
     Nawaco Port Area, Manila 
     NFA Isabela Warehouse N. Phil. Grains Cmpx, Echague, Isabela 
     KOBE Santiago, Isabela 



   

 

     Lucky 103 Realty Corp. Pulilan, Bulacan 
     Bamcor Warehouse Brgy. Taboc, San Juan, La Union 
     Fieldman Warehouse Brgy. Poblacion, Bacnotan, La Union 
     Goldon Agritech Payokpok, Bauang, La Union 
     BPA Warehouse Calumbaya, La Union 
     MCAR Warehouse Bacnotan, La Union 
     Paragas Warehouse Babasit, Manaoag, Pangasinan 
     Alejo Sim Pangasinan 

 Address 
  
WAREHOUSE/ SALES & ADMINISTRATION  OFFICES 
Feeds  
     Pozorrubio Pangasinan 
     William Sim Urdaneta, Pangasinan 
     PKS Shipping Sitio Tawagan, Tayud Consolacion, Cebu 
     San Miguel Shipping and Lighterage Looc, Mandaue City, Cebu 
     Rocksun Warehouse Marasbaras, Tacloban City 
     Bacolod Warehouse B JA Building, San Patricio, Banago, Bacolod City 
     Muelle, Loney Warehouse Brgy. Loboc, Lapaz, Iloilo City 
     SIAIAN Warehouse Brgy. Loboc, Lapaz, Iloilo City 
     BUHAYCO Warehouse Puntod, Cagayan de Oro City 
     KIMWA Warehouse KIMWA Const. & Dev’t Corp. 

Baloy, Cagayan de Oro City 
     MITIMCO Warehouse Mitimco Compound, Baloy, Cagayan de Oro City 
     CATIMCO Warehouse Puntod, Cagayan de Oro City 
     BUDEX Warehouse Malaybalay, Bukidnon 
     Western Feedmill Corp. (Blue House) Coaco Road, Sasa, Davao City 
     Southern Philippine Coco Charcoal 
       (Green Warehouse) 

Coaco Road, Sasa, Davao City 

PT SMPF Indonesia  
     Bandung Office Jl Sukarno Hatta No 606 Bandung 
     Surabaya Office Perumahan Karah Indah II, J10 No 19 Surabaya 
     PT Adib Jl Jambangan Baru Selatan No 1, Surabaya 
     Yogyakarta Office Jl Pandegasari No 999, Kaliurang KM 5.5 Yogyakarta 
     Joko P. Jl Pandega Padma DPI/6D Yogyakarta 
     Bali Office  Jl Mertasari No 61 Sidakarya – Denpasar - Bali 
     Medan Office Jl. Meriasari No. 61, Sidakarya, Medan 
     Makasar Office Jl. Anggrek I Block EA No 17, Perumahan Tamalanrea Indah, 

Makassar, Sulsel 
  

COLD STORAGE/ REEFER VAN  
Poultry  
     Staples Food Corporation Navotas, Metro Manila 
     Diaz Dressing Plant Km. 104, Brgy. Tabuating, San Leonardo, Nueva Ecija 
     Kenwood Construction Brgy. San Vicente, San Jacinto, Pangasinan 
     Lolim’s Dressing Plant Brgy. Rabon, Rosario, La Union 
     Reitoh Cold Storage, Inc. Km. 30 Amante St., San Pedro, Laguna 
     IP3 Brgy. Lagalag, Tiaong, Quezon 
     Gallintina Industrial Corp. GIC Compound, Brgy. Tagbong, Pili, Camarines Sur 
     Palmas Agribusiness Inc. Brgy. Anislag, Daraga, Albay 
     Johanna’s Chicken Proc. Center Brgy. Bocohan, Lucena City 
     Silangan Poultry Farms San Jose, Lipa City 
     Cariño & Sons Agri-Dev’t Inc. Brgy. Aya, San Jose, Batangas 
     MKC Poultry Dressing Plant Brgy. Tagburos, Puerto Princesa City, Palawan 
     Ormoc Sitio Canmingming, Brgy. Valencia, Ormoc City 
     Bacolod (1) Singko de Nyubembre St., Silay City, Negros Occidental 

* co-rented by Great Food Solutions 



   

 

     Bacolod (2) Km 6 St., Tangub, Bacolod 
     First Farmers Food Corp. Brgy. Dos Hermanos, Talisay City, Neg. Occidental 
     Haig Conmigo Frozen Foods Palapala, Bacolod City 
     Oceanlight Prawn Ventures Bacolod, Negros Occidental 
     Dumaguete Magatas, Sibulan, Negros Oriental 
     Orient Cold Storage Iloilo Fishing Port, Tanza, Iloilo City 
     Iloilo Iloilo Fishing Port, Tanza, Iloilo City 
     Alpine & Ice Plant Cold Storage Brgy. Umapad, Mandaue City, Cebu 
     Mincool Dacudao Cmpd., Corrales Ext., Cagayan de Oro City 
     WMC Cold Storage Gusa, Cagayan de Oro City 
     Elim Dressing Plant Mialen Clarin, Misamis Occidental 

 Address 
  
COLD STORAGE / REEFER VAN  
Poultry  
     Green Pine Dressing Plant Km 9., Tag-ibo, Butuan City 
     St. Jude Dressing Plant Mohon, Tagoloan, Misamis Oriental 
     Cryo (1) Mohon, Tagoloan, Misamis Oriental 
     Cryo (2) Poblacion Alubijid, Misamis Oriental 
     ZAVI Boalan, Zamboanga City 
     ECA Cold Storage Tambler, General Santos City 
     Davao Fresh Foods Corporation Km. 20 Los Amigos, Tugbok, Davao City 
     Sirawan Ice Plant Brgy. Toril, Sirawan, Davao City 
     Polar Bear Corporation Davao Fishing Port Complex, Toril, Davao City 
Purefoods-Hormel  
     PMC Logistics Marcos Highway, Barrio Mayamot, Antipolo City 
     Vifel North Bay Blvd., Navotas, Metro Manila 
     Estrella Ice Plant Valenzuela, Bulacan 
     Royal Cargo Combined Logistic Sta. Aqueda Ave., Pascor Drive, Parañaque City 
Magnolia  
     Cebu Oro Verde Cmpd., Hernan Cortes St., Kasambagan, Banilad, 

Cebu City 
     Cebu SMC Complex, Hi-Way, Mandaue City 
Great Food Solutions  
     Koldstor Anabu Hills Industrial Estate, Anabu I-C, Imus, Cavite 
PT SMPF Indonesia  
     PT Hagajaya Kemasindo Sarana Graha Cempaka Block C28, Jl Letjend Suprapto, 

Jakarta Selatan 
     UD Adi Surya Jl Mertasari No 61 Sidakarya – Denpasar – Bali 
     Joni Susanto Jl. Tirtosari No 102 B, Kel Bantan, Kec Tembung, Medan 
     Angin Selatan Jl. Prof Ir. Sutami No. 46 SS, Makasar 
  
DEPOT (Great Food Solutions)  
     Cebu SMC SL Compound, M. Ceniza St., Ouano Wharf, Brgy. 

Looc, Mandaue City, Cebu 
     Bacolod Zone 2 Calong Calong, Airport Subd., Bacolod City 
     Iloilo Fishing Port, Tanza, Iloilo City 
     Cagayan de Oro Door 4 Alwana Business Park, Cugman, Cagayan de Oro City 
     Davao Km. 6 Amon Building, Lanang, Davao City 
  
CONVENIENCE STORES/ FOOD STALLS  
Food Shop Outlets  
     Subic Dream Plaza, National Highway, Bo. Matain,  

Subic, Zambales 
     Las Piñas Enriquez Business Center, Real St., Alabang-Zapote Road, 

Pamplona 3, Las Piñas 



   

 

     Alabang No. 384 East Service Road, Alabang, Muntinlupa City 
     Masinag No. 178 Marcos Highway, near cor. Sumulong Highway, 

Masinag-Mayamot, Antipolo City 
     Baliuag B. S. Aquino Ave., Bagong Nayon, Baliuag, Bulacan 
     Paco Paz 1510-12 Paz St., near cor. Perdigon St., Paco, Manila 
     Edsa Central GF 106 & 107 Edsa Central Pavilion,  

Mandaluyong City 
     Retiro 474-486 N. S. Amoranto Ave., Sta. Mesa Heights, Q. C. 
     Pres. Avenue L19 B1 President’s Ave. cor. Adelfa St., Tahanan Village, 

Parañaque City 
     JP Rizal Ground Floor, Filben Bldg., 779-781 JP Rizal Ave., Makati 

City 
     Caniogan Emmanuel Bldg., 155-157 Dr. Sixto Antonio Ave., Caniogan, 

Pasig City 
 Address 

  
CONVENIENCE STORES/ FOOD STALLS  
Food Shop Outlets  
     Lagro Ground Floor Roncal Bldg., Quirino Highway near cor. 

Ascension St., Pasong Putik, Lagro Quezon City 
     Parang Lot 2-B, Block 9, Gen. N. C. Molina St., cor. E. Rodriguez 

St., Parang, Marikina City 
     Commonwealth 313 Commonwealth Ave., near cor. Tandang Sora Ave., 

Culiat, Quezon City 
     San Andres 964 San Andres St., cor. San Marcelino St., Brgy. 724, Zone 

79, Dist. of Malate, Manila 
     Quirino RG Buenavista Plaza., 82 Quirino Ave., Baclaran, Parañaque 

City 
     Anza 8300 Anza St., Makati Ave., Makati City 
     Countryside Ground Floor, RCJ Bldg., Ortigas Ave. cor. Countryside 

Ave., Brgy. Sta. Lucia, Pasig City 
     San Pablo Ex-Manila Bank Bldg., Rizal Ave. cor. Brion St., Brgy. 

Poblacion, San Pablo City 
     Sangandaan 1584 A. Mabini St., Sangandaan, Caloocan City 
     Dolores McArthur Hway cor. Gapan-Olongapo Rd., Brgy. Dolores, 

San Fernando City, Pampanga 
     Evangelista 1653 Evangelista cor. Hen. J. Belarmino Sts., Brgy. Bangkal, 

Makati City 
     Morcilla Hen. B. Morcilla cor P. Herrera Sts., Brgy. Poblacion, 

Pateros, Metro Manila 
     Legarda 2243 Legarda St., cor. M. De Los Santos St., Manila 
     Caloocan Unit R1-R2, One Kalayaan Place, Samson Road, Victory 

Liner Cmpd., Caloocan City 
     UST Space 13 Level 1 & Space 25B Level 2, UST-Multi-Deck 

Parking, Leon Ma. Guerrero Drive, UST Manila 
     CM Recto Ground Floor, Sogo Hotel, Claro M. Recto cor. Coromina St., 

Quiapo, Manila 
     Novaliches 248 Gen. Luis St., Novaliches Proper, Novaliches, Quezon 

City 
     Molino Lot 5541-A-3G Molino Road, Molino III, Bacoor, Cavite 
     Redemptorist 83 Redemptorist Rd., Baclaran, Parañaque City 
     Trabajo Market M. Dela Fuente cor S. H. Loyola Sts., Sampaloc, Manila 
     Kalayaan 9608 Kalayaan Ave. near cor. Anastacio St., Brgy. Guadalupe 

Nuevo, Makati City 
     Ruby Road Ground Floor. Agustin I Bldg., Ruby St., near cor. Julia 

Vargas St., Ortigas Center, Pasig City 



   

 

     Mabalacat Mc Arthur Highway, Mabalacat, Brgy. Tabun, Pampanga 
     Lipa MVL Center, J. P. Laurel, Nat’l Highway, Brgy. Tambo, 

Lipa, Batangas City 
     San Pedro B22 L8 D’ Great Building, Juan Ave. cor. Amorsolo St., 

Chrysanthenum Village, Brgy. San Vicente, San Pedro, 
Laguna 

San Mig Café Ground Floor., SMPC Bldg., St. Francis St., Mandaluyong 
City 

 
 
Annual lease rentals on the aforementioned properties amounted to P 388.65M on an aggregate basis. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



   

 

 
 

                                      ANNEX “C” 
 

SAN  MIGUEL  PURE  FOODS  COMPANY, INC. 
List of Top 20 Stockholders 

As of December 31, 2006 
 
 
FOR COMMON CLASS “A”: 
 

No. of Shares %VS
Rank Stockholder Name Issued Sh

1 San M iguel Corporation 37,634,306 99.70077%
2 PCD Nom inee Corporation 28,453 0.07538%
3 PFC ESOP/ ESOW N Account 22,975 0.06087%
4 Ortigas, Cec ille Y. 18,231 0.04830%
5 Chua, Ram on, L. 6,538 0.01732%
6 Ram os, Jorge 5,868 0.01555%
7 Ortigas, Ana M aria de Olondriz 4,334 0.01148%
8 de Ocam po, Pac ifico 3,665 0.00971%
9 Garc ia, Antonio G. 2,755 0.00730%

10 Buendia, Honesto 1,198 0.00317%
11 Quijano, Teodoro 1,198 0.00317%
12 Reyes, P rinc ipe P . 1,198 0.00317%
13 Senga, M axim a A . 1,106 0.00293%
14 Fernan, Franc is 1,026 0.00272%
15 Buendia, Honesto B . 997 0.00264%
16 Sugcang, Josefa L. 899 0.00238%
17 Avellana, Jose 814 0.00216%
18 TM G International Holdings Co. Ltd. 700 0.00185%
19 Beltran, E lsa Fernandez 608 0.00161%
20 Buendia, Honesto S ., J r. 548 0.00145%

TOTAL 37,737,417 99.97393%
 
 
Total No. of Shares  37,747,257 
 
 



   

 

       ANNEX “C-1”   
 

SAN  MIGUEL  PURE  FOODS  COMPANY, INC. 
List of Top 20 Stockholders 

As of December 31, 2006 
 
 
FOR COMMON CLASS “B”: 
 
 

No. of Shares %VS
Rank Stockholder Name Issued Sh

1 San M iguel Corporation 18,745,324 99.96663%
2 Pendarvis , W illiam 2,489 0.01327%
3 Ortigas, Cec ille Y. 1,143 0.00610%
4 M etcalf, Peter 628 0.00335%
5 Ang, Anthony T. & /or Susan S . Ang 500 0.00267%
6 Ortigas, Ana M aria de Olondriz 354 0.00189%
7 Garc ia, Antonio G. 155 0.00083%
8 PCD Nom inee Corporation 128 0.00068%
9 A lcasabas, M analo 124 0.00066%

10 Raule, M arc ia l S ., J r. 106 0.00057%
11 FEB S tock B rokers , Inc . A /C  FEBSBI 70 0.00037%
12 M ofern, Inc . 60 0.00032%
13 Zaragosa, Carlos Orto ll S . 41 0.00022%
14 Tuason, N icas io 37 0.00020%
15 Olondriz, M arino Y. C ia 28 0.00015%
16 Zam acona, H igin io Uriarte 28 0.00015%
17 Orto ll, M a. Asunc ion ITF J . A . 27 0.00014%
18 Philippine Rem nants  Com pany 27 0.00014%
19 Zaragosa, Carlos O. ITF m . Ortol 26 0.00014%
20 Lam zon. Rhodora 24 0.00013%

TOTAL 18,751,319 99.99860%
 
 
Total No. of Shares  18,751,581 
 



   

 

 
        ANNEX “C-2” 

 
SAN  MIGUEL  PURE  FOODS  COMPANY, INC. 

List of Top 20 Stockholders 
As of December 31, 2006 

 
 
FOR COMMON CLASS “A” and “B” Combined: 
 
 

%VS
Rank Stockholder Name Class A Class B Total Issued Sh

1 San M iguel Corporation 37,634,306 18,745,324 56,379,630 99.78901%
2 PCD Nom inee Corporation 28,453 128 28,581 0.05059%
3 PFC ESOP/ ESOW N Account 22,975 0 22,975 0.04066%
4 Ortigas , Cec ille Y. 18,231 1,143 19,374 0.03429%
5 Chua, Ram on, L. 6,538 0 6,538 0.01157%
6 Ram os, Jorge 5,868 0 5,868 0.01039%
7 Ortigas , Ana M aria de Olondriz 4,334 354 4,688 0.00830%
8 de Ocam po, Pac ifico 3,665 0 3,665 0.00649%
9 Garc ia, Antonio G. 2,755 155 2,910 0.00515%

10 Pendarvis , W illiam 0 2,489 2,489 0.00441%
11 Buendia, Honesto 1,198 0 1,198 0.00212%
12 Quijano, Teodoro 1,198 0 1,198 0.00212%
13 Reyes, P rinc ipe P . 1,198 0 1,198 0.00212%
14 Senga, M axim a A . 1,106 0 1,106 0.00196%
15 Fernan, Franc is 1,026 12 1,038 0.00184%
16 Buendia, Honesto B . 997 0 997 0.00176%
17 Sugcang, Josefa L. 899 899 0.00159%
18 Avellana, Jose 814 17 831 0.00147%
19 TM G International Holdings Co. Ltd. 700 0 700 0.00124%
20 M etcalf, Peter 0 628 628 0.00111%

TOTAL 37,736,261 18,750,250 56,486,511 99.97818%

No. of Shares

 
 
Total No. of Shares  56,498,838 
 
 

 
 
 
 

 
 
 
 
 
 
 
 
 



           

ANNEX “E” 
 

 
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

RESULTS OF OPERATIONS 
 
 
(A)   Full Fiscal Year 
 
2006 vs. 2005 GROUP PERFORMANCE 
 
Financial Highlights 
 
Amidst a challenging economic environment, San Miguel Pure Foods Company, Inc. and subsidiaries 
(“SMPFC” or the “Company”) remained stable and ended 2006 on a profitable note. With sustained 
volume growth and better prices, the Company registered consolidated revenues of    P 53 billion, an 
increase of 5% or P 2.5 billion versus 2005. SMPFC’s core businesses reported healthy revenue 
increases in spite of competitive pressures. The new businesses of the Company, on the other hand, 
continued to grow registering double digit increases from their 2005 levels. Market leadership was 
sustained as SMPFC’s products remained to be the preferred brands among consumers. 
 
The growth in the Company’s sales revenue turnover, combined with improved efficiencies and cost 
breaks in some major raw materials resulted in the 16% surge in gross profit versus last year. 
 
Selling and administrative expenses increased by 18% largely due to higher power rates, manpower 
costs, distribution expenses, third party services, advertising and promotions spending for new 
products and operating costs of new installations and new businesses.   
 
The increase in the monthly level of short-term money market placements explains the 20% growth in 
interest income. 
 
The increase in the Company’s investment in an associate, coupled with the improvement in its 
earnings, translated to a rise in equity in net earnings.  
 
Other income (charges) - net increased due to the recognition of marked-to-market gains on certain 
financial instruments.   
 
A subsidiary’s higher taxable income, coupled with the increase in income tax rate, were the main 
reasons for the 12% increase in provision for income tax - current while benefit from income tax - 
deferred declined significantly due to a subsidiary’s lower tax loss position in 2006 as against 2005. 
 
The combined performance of subsidiaries in which SMPFC holds significant ownership declined, 
thus, the 7% drop in net income attributable to equity holders of the Parent. 
 
On the other hand, net income attributable to minority interests grew by 9% versus 2005 level due to 
the better combined performances of subsidiaries where minority stockholders hold stake.    
 
 
 
 
 



   

 

Financial Position 
 
Although the volatile economic environment continued to put pressure on our corporate profitability 
and balance sheet, SMPFC’s financial position continued to be strong as total stockholders’ equity 
increased from P 7.3 billion to P 8 billion and total asset base rose from P 26.7 billion to P 28 billion.  
 
With the improvement in operating profits and effective management of working capital, the 
Company ended the year with cash and cash equivalents higher than last year by 54% or P 748 
million and notes payable trimmed down by 6% or P 437 million. 
 
The 38% drop in derivative assets is primarily attributed to the matured soybean meal options of the 
Company’s subsidiary entered into in 2005. 
 
Prepayments and other current assets grew by 42% due to the increase in the level of input and 
withholding taxes creditable against future tax liabilities.   
 
The 6% growth in investments and advances represents the Company’s equity share in an associate.  
 
Property, plant and equipment - net increased from P 7.1 billion in 2005 to P 7.6 billion in 2006 
mainly due to the expansion-related projects of SMFI and PF-Hormel. 
 
Deferred tax assets grew by 7% due to the recognition of tax asset on future benefit from a 
subsidiary’s tax loss position for the year.     
 
Pension and other noncurrent assets increased as a result of the recognition of a tax refund by a 
foreign subsidiary and the accrual of refund from Meralco by some domestic subsidiaries. 
 
Trade payables and other current liabilities went up by 15% mainly due to SMFI and PF-Hormel’s 
capital expenditure requirements while income tax payable was 20% higher versus 2005 level due to 
higher taxable profit recorded by a subsidiary.  
 
The 85% decline in the current maturities of long-term installment payables was due to final payment 
made by PF-Hormel to an affiliate for the trademarks acquired on installment.   
 
Pension liability decreased by 35% due to a subsidiary’s settlement of unfunded contribution to its 
retirement plan.  
 
The increase in deferred tax liabilities by 8% was brought about by the recognition of tax liability on 
unrealized marked-to-market gains on certain financial instruments. 
 
The reclassification of the P 850 million additional capital subscription of SMC in the Company in 
December 2005 from deposit for future stock subscription to capital stock and additional paid-in 
capital explains the movements of these capital accounts. Listing of the subscribed shares is still 
pending with Philippine Stock Exchange, Inc. 
 
Cumulative translation adjustments decreased by 11% due to the appreciation of Indonesia’s Rupiah 
against the Philippine Peso. 
 
The 13% and 8% increase in retained earnings and minority interests in consolidated subsidiaries, 
respectively, are largely on account of the favorable operating results for the year.  



   

 

 
Key Performance Indicators 
 
The following are the major performance measures that the Company uses. Analyses are employed by 
comparisons and measurements based on the financial data of the periods indicated below.  
 

KPI December 2006 December 2005 
   
Liquidity: 
Current Ratio 

 
1.28 

 
1.27 

 
Solvency: 
Debt to Equity Ratio 

 
 

1.08 

 
 

1.13 
 
Profitability: 
Return on Average 
Stockholders’ Equity 

 
 
 

7.68% 

 
 
 

8.77% 
 
 

KPI As of December 2006 As of December 2005 
   
Operating Efficiency: 
Volume Growth 

 
 6.14% 

 
 8.90% 

Revenue Growth 5.04% 11.25% 
Operating Margin   3.57%    3.40% 

 
The manner by which the Company calculates the above indicators is as follows: 
 

KPI Formula 
  
Current Ratio Current Assets  

 Current Liabilities 

Debt to Equity Ratio Total Liabilities (Current + Non-current)  
Minority Interest + Stockholders’ Equity 

Return on Average 
Stockholders’ Equity 

Net Income 
Average Stockholders’ Equity 

Volume Growth    Sum of all Businesses’ Revenue at Prior Period Prices 
Prior period Net Sales 

Revenue Growth Current period Net Sales 
Prior Period Net Sales 

Operating Margin Income from Operating Activities 
Net Sales 

 
 
REVIEW OF OPERATIONS 
   
SMFI’s Poultry Business sustained its strong financial performance with revenues surpassing last 
year’s level by 7%. Favorable supply-demand conditions prevailed throughout most of 2006 thus 
allowing prices to be maintained at profitable levels. In spite of the damages brought about by the 
successive super typhoons that hit the country and the threat of chicken imports surging in the latter 
part of the year, the business delivered commendable operating profit, growing by double digit from 
last year.    
 

-1

-1 



   

 

SMFI Feeds Business posted 5% growth both in volume and revenue amidst the set-backs in feeds 
demand caused by the risks of animal diseases and damages resulting from the effects of  super 
typhoons. Combined with effective management of variable and fixed costs, the business delivered an 
operating income that exceeded last year’s level by 67%. 
 
Amidst a relatively flat market and the threat posed by the continued influx of cheaper flour imports, 
San Miguel Mills, Inc., which now operates the Flour business of SMFI, registered a 13% growth in 
revenues. Operating profit, however, declined from last year due to the increasing costs of wheat and 
freight and higher fixed costs with the addition of a new plant and advertising and promo spending to 
support the launch of its new snacks line.  
 
The Processed Meats Business under The Purefoods-Hormel Company, Inc. posted modest revenue 
growth of 1% versus last year in spite of a contracting market brought about by weak consumer 
spending and stiff competition. Operating income was below previous year’s level due to higher cost 
of most of the packaging and raw materials and sharp increases in operating costs such as power, 
distribution expenses and other overhead related to the addition of a new plant last year.  
 
Magnolia, Inc. registered P 4.8 billion in revenues, 14% higher than last year due to increased 
volumes from margarine and cheese and contribution of new products such as milk and ice cream. 
Cost breaks in major local and imported raw materials, on the other hand, allowed the business to 
register margins better than last year. Magnolia started to turn around its performance in the last 
quarter of 2006 as the business managed to significantly cut down its operating loss. 
 
San Miguel Super Coffeemix Co., Inc., which is on its second year of operation, sustained its strong 
presence in the market with its 3-in-1 coffee mix product, San Mig Coffee, continuously gaining 
additional market share. Its San Mig Coffee Sugar Free, which was launch barely eight months ago, 
already became leader in the Sugar Free Segment. Volume and revenue of the business increased by 
69% and 87%, respectively, versus 2005 level. 
 
Great Food Solutions, the food service division of the Company, posted sales revenue of P 4.7 
billion, 4% higher than last year through continuous development of new accounts. Number of outlets 
served went up from 4,108 in 2005 to 7,164 in 2006. 
 
The Company’s interest in Monterey, whose volume and revenue increased by 4% and 1%, 
respectively, contributed P 37.3 million to the Company’s income for 2006. 
 
 
(B)   Full Fiscal Year 
 
2005 vs. 2004 GROUP PERFORMANCE 
 
Financial Highlights 
 
San Miguel Pure Foods Company, Inc. and subsidiaries (“SMPFC” or the “Company”) registered 
another banner year performance for 2005 as the Company’s consolidated revenues surpassed the       
P 50 billion mark, a commendable 11% growth, or more than 5 billion-peso increase from 2004 level. 
Amidst a difficult political and economic environment, our core businesses again rose to the 
challenge and reported healthy revenue increases despite intense competitive pressure from various 
fronts. Market leadership was likewise sustained as SMPFC’s products remained to be the preferred 
brands among consumers. 
 



   

 

Cost of sales increased by 9%, correspondingly with the growth in volumes across businesses and 
with the significant increase in cost to produce, as major raw materials, both imported and locally-
sourced such as hog, beef, milk, cheese curd, as well as canning and packaging materials, remained 
high.  
 
The growth in the Company’s sales revenue turnover, combined with improved margins, translated 
into better results for the Company, thus the 26% surge in gross profit versus 2004. 
 
Selling and administrative expenses increased by 26% largely due to higher manpower costs, 
advertising and promotions spending, distribution expenses, rentals and repairs and maintenance in 
most of the businesses. 
 
Interest expense grew by 7% due to higher consolidated average monthly loan levels during the first 
three quarters of 2005 while the 22% improvement in interest income is attributed mainly to yields on 
short-term money market placements. 
 
Equity in net earnings dropped by 80% mainly as a result of the decrease in earnings of an affiliate. 
  
Other income (charges) - net registered a complete turnaround in 2005 mainly due to the first-time 
recognition of marked-to-market gains on certain financial instruments following the Company’s 
adoption of Philippine Accounting Standards (PAS) 39, Financial Instruments: Recognition and 
Measurement effective January 1, 2005.   
 
Provision for income tax - current substantially increased largely due to SMFI’s higher taxable 
income registered in 2005 versus 2004 while benefit from income tax deferred grew significantly due 
to a subsidiary’s tax loss position in 2005. 
 
Net income, including the impact of P & L adjustments amounting to P 25 million - net as a result of 
the adoption of new accounting standards in 2005, surpassed 2004’s level by 80% and this was 
primarily a result of the higher volumes across businesses, the strong rebound by SMFI’s Poultry and 
Feeds businesses and the sustained favorable performance delivered by SMFI’s Flour business. Share 
of equity holders and minority interest in the net income thus increased by 96% and 55%, 
respectively.  
 
Financial Position 
 
The favorable operating results achieved were likewise reflected in the Company’s balance sheet. 
Financial position remained strong as total stockholders equity increased from P 10.7 billion to P 12.5 
billion or a growth of about 18% while total asset base rose from P 25.5 billion to P 26.7 billion. 
 
Cash and cash equivalents, as well as Notes payable, decreased by 43% and 14%, respectively  
primarily due to reduction in SMFI’s short-term borrowings.  
 
The increase in SMPFC’s inventory level and trade payables and other current liabilities by 18% and 
9%, respectively, is a result of a business’ strategy to engage in protective bookings and advanced 
buying of imported raw materials.   
 
Biological assets, a new account introduced in the Company’s balance sheet with the adoption of PAS 
41, decreased by 16% due to the decrease in the cost of SMFI Poultry Business’ growing stocks and 
goods in process. Prior to PAS 41, growing stocks and goods in process of the Company are grouped 
under inventories while breeding stocks are reported as noncurrent assets. 



   

 

 
SMPFC’s adoption of PAS 39 resulted in the recognition of derivative assets amounting to P 241 
million, a significant portion of which came from SMFI - Feeds Business’ purchase of soybean meal 
options and the effect of subsequent restatements at fair value. These options are yet to expire or 
without physical deliveries as of year-end December 2005. Prior to PAS 39, options were either 
recorded only when there are physical deliveries or as prepaid expense in cases where there are 
payments involved. Derivative assets were also recognized from marked-to-market valuation of 
commitments under purchase orders that are to be settled using 3rd currencies.    
 
Prepayments and other current assets decreased by 23% due to the reclassification of 
payments/advances related to hedging transactions from prepaid expenses to derivative assets.  
 
Investments and advances increased by 51% due to SMPFC’s deposit for the acquisition of additional 
shares in Monterey for P 200 million. 
 
With the Company’s adoption of PAS 40 on Investment Properties, land and buildings held to earn 
rentals and /or for capital appreciation that used to form part of property, plant & equipment, are now 
shown separately under the new account “investment properties.” The 13% increase in 2005 is 
attributed to the additional investment properties of SMFI during the year.  
 
Property, plant and equipment - net increased from P 6.4 billion in 2004 to P 7.1 billion in 2005 due 
to the expansion-related projects of SMFI, PF-Hormel and Magnolia. 
 
PF-Hormel’s acquisition of SAP software and license and SMFI’s cost of SAP reconfiguration were 
the main factors for the 12% surge in goodwill and intangible assets - net.  
 
Deferred tax assets grew substantially from P 249 million in 2004 to P 597 million in 2005 mainly 
due to the recognition of tax asset on future benefit from a subsidiary’s tax loss position for the year.    
 
Pension and other noncurrent assets dropped by 43% as a result of the reclassification of certain 
properties to property, plant & equipment and reclassification of the deposits made for the acquisition 
of a property to receivables. 
 
The 83% growth in pension liability, which is a new account introduced in the Company’s balance 
sheet with the adoption of PAS 19, was the result of the change in the measurement of pension 
benefits under the Company’s defined noncontributory plans.  
 
The 100% drop in the current maturities of long-term debt was due to SMFI’s settlement of maturing 
amortization during the year while the 49% decline in the current maturities of long-term installment 
payables was due to payments made by PF-Hormel to affiliates for the land and trademarks acquired 
on installment.   
 
On the other hand, the decrease in long-term installment payables - net of current portion in the 
amount of P 7.5 million was merely due to reclassification from non-current to current status.   
 
Deferred tax liabilities increased due to the recognition of tax liability on unrealized marked-to-
market gains on certain financial instruments. 
 
SMC’s additional capital infusion of P 850 million to the Company in December 2005 led to the 
recognition of deposit for future stock subscription, pending SEC approval of the amendment to the 
SMPFC’s articles of incorporation.   



   

 

 
Cumulative translation adjustments grew by 46% due to the depreciation of Indonesia’s Rupiah 
against the Philippine Peso. 
 
The 16% and 8% increase in retained earnings and minority interests in consolidated subsidiaries, 
respectively, is largely on account of the favorable P & L results in 2005.  
 
Key Performance Indicators 
 
The following are the major performance measures that the Company uses. Analyses are employed by 
comparisons and measurements based on the financial data of the periods indicated below.  
 

KPI December 2005 December 2004 
   
Liquidity: 
Current Ratio 

 
1.27 

 
1.19 

 
Solvency: 
Debt to Equity Ratio 

 
 

1.13 

 
 

1.38 
 
Profitability: 
Return on Average 
Stockholders’ Equity 

 
 
 

8.77% 

 
 
 

5.47% 
 
 

KPI As of December 2005 As of December 2004 
   
Operating Efficiency: 
Volume Growth 

 
 8.90% 

 
 10.11% 

Revenue Growth 11.25% 24.22% 
Operating Margin   3.40%    3.08% 

 
The manner by which the Company calculates the above indicators is as follows: 
 

KPI Formula 
  
Current Ratio Current Assets  

 Current Liabilities 

Debt to Equity Ratio Total Liabilities (Current + Non-current)  
Minority Interest + Stockholders’ Equity 

Return on Average 
Stockholders’ Equity 

Net Income 
Average Stockholders’ Equity 

Volume Growth    Sum of all Businesses’ Revenue at Prior Period Prices 
Prior period Net Sales 

Revenue Growth Current period Net Sales 
Prior Period Net Sales 

Operating Margin Income from Operating Activities 
Net Sales 

 
 
 
 
 

-1

-1 



   

 

REVIEW OF OPERATIONS 
   
SMFI’s Poultry Business posted a 7% revenue increase from 2004 and remained to be the biggest 
contributor to SMPFC’s revenue. Favorable supply-demand conditions and improved operational 
efficiencies, coupled with good selling prices, enabled the business to register remarkable operating 
profits. This performance is a record-high for the business and a remarkable contrast from the 
lackluster performance in 2004.   
 
Amidst the stiff competition and the contraction in the hog industry brought about by high cost of 
feeds, limited piglet supply and threat of various animal diseases, revenue of SMFI Feeds Business 
grew by 11% to P 13.9 Billion driven by its 13% volume growth. Operating profits of the business 
surpassed income generated in 2004 by 44%.  
 
SMFI’s Flour Business sustained its profitable performance generating a modest volume growth of 
2% in spite of a relatively flat industry growth.  Better and more stable prices enabled the business to 
register revenue of P 5.3 billion, 5% higher than 2004. Variable costs likewise improved with wheat 
and FTH cost per metric ton averaging lower compared to 2004 levels. Although fixed costs 
increased due to expansion-related depreciation, favorable margins enabled the business to deliver 
operating income that is 14% higher than 2004.   
 
The Purefoods-Hormel Company, Inc. registered another banner year in terms of volume and 
revenues. Amidst strong competition and unfavorable market conditions, the business exhibited 
resilience and managed to register double-digit sales volume and revenue growths of 14% and 17%, 
respectively. Operating income however, declined from 2004 due to further increases in raw material 
prices and higher fixed costs spending, majority of which are plant-expansion related.  
 
Magnolia, Inc. posted P 4.2 billion in revenues, 15% higher than 2004 partly on account of the 
contribution of new products such as milk and ice cream. Combined effects, however, of factors like 
tight global supply of strategic raw materials which led to further increase in raw material costs, 
constraint in upward pricing and increase in fixed costs due to expansion-related expenses prevented 
the business from achieving its profitability target. 
 
The coffee joint venture business under San Miguel Super Coffeemix Co., Inc., whose San Mig 
Coffee products were launched in the market early part of 2004, has already captured a commendable 
market share. A manifestation of such widening market acceptance was the 2005 National Product 
Excellence Award given to San Mig Coffee by the National Council for Product and Service Quality 
in September for being the best instant 3-in-1 coffeemix.  
 
Operating profits of Great Food Solutions, the food service division of the Company and which also 
operates the Smokey’s franchise, grew by more than 4 times versus 2004 due to the transfer of the 
commissary operations of Monterey sometime in February. Number of outlets served increased from 
3,961 in 2004 to 4,108 in 2005. Smokey’s outlets opened in 2005 was recorded at 46, bringing the 
total number to 103 by the end of 2005. 
 
The Company’s interest in Monterey, whose volume and revenue increased by 3% and 6%, 
respectively, contributed P 13.8 million to the Company’s income for 2005. 
 
Philippine Nutrition Technologies Inc., the Company’s joint venture operation with Taiwan-based 
Great Wall Group for the manufacture of feed supplements and feed rations for young animals, 
ceased commercial operations starting October 1, 2005 by virtue of the approved resolution of its 
board of directors shortening the corporate term up to September 30, 2005.   



   

 

Other Matters 
 
Except for the Processed Meats and Dairy businesses which consistently earn more revenues during 
the Christmas holiday season, the effect of seasonality or cyclicality on the operations of the 
Company’s other businesses is not material. 

 
There were no known events that will trigger direct or contingent financial obligation that is material 
to the Company, including any default or acceleration of an obligation, except for Note 31 (b) of the 
Consolidated Financial Statements. 
 
There are no material off-balance sheet transactions, arrangements, obligations (including contingent 
obligations), and other relationship of the Company with unconsolidated entities or other persons 
created during the reporting period.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 



   

 

 
ANNEX “F” 

 
SAN MIGUEL PURE FOODS COMPANY, INC. 

Reports on SEC Form 17-C 
 

Date Reported Item No. Meeting/Date Subject 
December 7, 

2006 
 Board Meeting held 

on December 7, 
2006 

Issuance of additional 47,484,176 Class A 
shares and 23,387,728 Class B shares to 
SMC in exchange for SMC’s 
shareholdings in the SMC food 
subsidiaries, namely Monterey, Magnolia 
and San Miguel Foods, Inc. 
 
Increase of authorized capital stock of the 
Company from P84 million pesos Class A 
and B shares to P146 million consisting of 
P146 million class A & B shares to 
provide for the issuance of additional 
shares to SMC. 
 
Amendment of Article VII of the 
Amended Articles of Incorporation to 
provide for the waiver of preemptive of 
rights on the issuance of additional shares 
to SMC and the increase in capital stock. 
 
The proposed increase and amendments 
are subject to approval by the 
shareholders at the special stockholders 
meeting to be held on January 31, 2007.  
Stockholders of records as of December 
29, 2006 will be entitled to vote at said 
meeting.  Closing of books will be from 
December 30, 2006 to January 5, 2007. 

September 25, 
2006 

 Special Stockholder 
held on September 

25, 2006 

Shareholders representing at least 2/3 of 
the outstanding capital stock of the 
Corporation approved the extension of 
corporate term for fifty (50) years from 
and after October 30, 2006 or until 
October 30, 2056. 
 

August 10, 
2006 

  Further to disclosure dated August 8, 
2006, the extension of the corporate term 
of San Miguel Pure Foods Company, Inc. 
and the corresponding amendment to the 
Company’s Amended Articles of 
Incorporation, the Company will be 
holding a special stockholders’ meeting 
for its stockholders’ approval of the said 
extension of corporate term and 



   

 

corresponding amendment on September 
25, 2006 at 2:00 p.m. at EDR, 2nd Floor, 
HOC, San Miguel Complex, San Miguel 
Avenue, Mandaluyong City.  The record 
date for stockholders entitled to vote will 
be on September 4, 2006; closing of books 
will be from September 5, 2006 to 
September 25, 2006; deadline for 
submission of proxies is on September 11, 
2006 and the validation of proxies is on 
September 18, 2006. 

August 9, 
2006 

 Board Meeting held 
on August 8, 2006 

Approval of the Company’s corporate 
term for another 50 years, and its 
corresponding amendment to Article 
Fourth of its Amended Articles of 
Incorporation. 

 
 




